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SUBJECT: DEBT RELIEF AND THE AID-TO-INDIA CONSORTIUM 

REF: STATE 66345 

1. DRAWING ON POINTS CONVERED PARA THREE REFTEL, EMBOFF 
DISCUSSED PROBLEMS OF RESCHEDULING INDIA'S DEBT WITH OFFICIALS 
FROM FINANCE DEPT., INTERNATIONAL PROGRAMS DIVISION AND 
EXTAFF AID AN DEVELOPMENT DIVISION. GENERALLY SYMPATHETIC 
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DECREASE IN OVERALL AID TO INDIA AS RESULT U.S. DECISION NOT 
TO RESCHEDULE DEBTS THIS YEAR BUT ACKNOWLEDGED GOC 
MAY ALSO NOT BE ABLE PARTICIPATE IN RESCHEDULING UNLESS 
GOC/GOI BILATERAL DIFFICULTIES RESOLED. 

2. ON MARCH 26 EMBOFF TALKED WITH DEPT OF FINANCE 
OFFICIALS ON INDIAN DEBT RESCHEDULING. THEY WERE NOT 
SURPRISED OVER USG DECISION AND SAID THEY WERE 
EXPECTING ACTION ALONG THESE LINES AS THEY WERE AWARE 
OF U.S. CONGRESSIONAL HARDENED ATTITUDE TOWARDS DEBT 
RELIEF. ALTHOUGH THEY RECOGNIZED ANOMALY OF THEIR 
VIEWS SINCE GOC DID NOT PARTICIPATE IN RESCHEDULING 
PROGRAM LAST YEAR, THEY EXPRESSED CONCERN THAT 1) 
CONSORTIUM CONCEPT MAY BE WEAKENED, 2) OTHER DONOR 
COUNTRIES MAY HARDEN THEIR LOAN TERMS TO INDIA, AND 

3) OVERALL TOTAL ASSISTANCE TO INDIA MIGHT DECREASE. 

3. FINANCE OFFICER PROMISED STUDY U.S. POSITION AND 
COMMUNICATE IT TO CIDA AND OTHER GOC AGENCIES. IF 
GOC DEVELOPS SPECIFIC SUGGESTIONS FOR FRUITFUL 
DIALOGUE BEFORE JUNE MEETING, THEY WILL TRANSMIT SUCH 
VIEWS TO EMBASSY. 

4. ON MARCH 27 EMBOFF DISCUSSED MATTER WITH EXTAFF 
OFFICIAL CONCERNED WITH BILATERAL AID WHO APPARENTLY 
HAD ALREADY TALKED WITH FINANCE OFFICIALS AND WHO 
EXPRESSED SAME CONCERNS. HOWEVER, HE ADDED THAT GOC 
DELEGATION WOULD BE GOING TO INDIA "SOMETIME SOON" 

TO TRY RESOLVE BILATERAL ISSUE OF NUCLEAR SAFEGUARDS 
AND UNLESS THIS MATTER SETTLED BEFORE JUNE MEETING, 
CANADA WOULD PROBABLY AGAIN NOT PARTICIPATE IN DEBT 
RESCHEDULING. HE REQUESTED EXTAFF BE KEP INFORMED 

OF REACTIONS FROM OTHER DONOR COUNTRIES RE USG 
DECISION. 
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